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THE NEW ORLEANS MARKET FOR
FLUID MILK
Reid M. Grigsby and Roy A. Ballinger*
Introduction
The people living in the city of New Orleans and surrounding sub-
urbs consumed annually about 185 million pounds of fluid milk or its
equivalent in the years immediately prior to 1941. This included the
amounts used as fluid milk, cream, ice cream, and creamed and cottage
cheese. It was divided among approximately 540,000 people, who lived
within an area of about 365 square miles, of which 199 were land and
166 water. Approximately 35,000 milk cows were kept within a radius
of 120 miles of the city to supply the market.
Many of the present problems connected with the marketing of milk
in the city can be better understood if the historical circumstances pre-
ceding the present situation are briefly reviewed. In 1850, the city of
New Orleans had a population of only 5,300. Prior to 1852, the city had
no railroads except one small line of about five miles in length.^ The
first shipment of milk to New Orleans by rail is supposed to have been
made from Milneburg in 1864, by this line. Until railroad transportation
developed, the milk supply of New Orleans came largely from dairy
herds located within the city limits and fed principally on brewery mash.
The City Board of Health incurred many of its problems early m life,
for in 1873 the Health Department made the following complaint:
. A sanitary nuisance was caused by the conditions of cow stables, known then as
'Vacheries; attached to a large number of dairies situated on Gaiennie Street, from
Constance' to Annunciation Streets. The Board of Health deplored the fact that it
lacked the power to force the owners of these cow stables to move
their dairies be-
yond St. Charles Avenue. The Sanitary inspector stated that it was proverbial
that
all dairymen were healthy and long-lived, and that no better reason
could be as-
signed than that the constant evolution of ammoniacal gases counteracted
malarias.2
*Mr Howard G. Eisaman, Federal-State Market Administrator for the New Orleans
milk market, and officials of the Louisiana Milk Commission assisted
the authors m
making this study by making available official records for analysis. They also
made
valuable suggestions concerning market conditions. The New Orleans milk
dealers
kindly permitted the use of certain confidential information.
Statistical mformation was
also secured from the Dairymen's Protective League.
iThe first steam railroad in Louisiana was built in l^^O, between New Orleans
and Milneburg, a distance of about five miles. This was the
Pon chartram Railroad
Thlch oper^^^^^^^ from 1830 to 1932. (See Ball, C W. "Two
Hundred and
Fifteen Vears of Sanitation in New Orleans," Vox Sanitatis, Vol. II, No. 1,
November,
1933, p. 19.)
2 Ball, C. W., Ibid, p. 29.
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The increase in the population of New Orleans during the last 100
years or more has had a pronounced effect upon dairying in the area. In
1838 one of the first health and sanitary measures affecting milk and milk
production in the South was promulgated by the City Board of Health.
Cow barns were prohibited within certain areas and each milk peddler
was required to display an assigned number on his wagons. In 1873, a
strenuous effort to further extend the area in which producers could not
operate dairies was defeated. ^ The need for additional regulation during
this period is shown by the report of a dairy inspector in 1870. This re-
port disclosed that of twenty specimens of milk examined, practically
every one had been adulterated with from 10 to 60 per cent of water.
However, as the city increased in population and sanitary measures
began to be enforced somewhat better, dairymen had little choice as to
the new location of their dairies when forced to move from New Orleans.
During this early period, they were practically compelled to move north-
west, along the east bank of the Mississippi River. The land south of the
city was largely unreclaimed marshland, while a short distance to the east
was Lake Borgne. The Mississippi River, with no bridges, was a natural
boundary on the west, and Lake Pontchartrain on the north prevented
any development in that direction. At one time a large part of the milk
supply of New Orleans originated in the LaPlace and Kenner area,
which is approximately 28 miles from the city.
Increasing land values, caused by intensive truck farming, as well as
the demand for more milk, resulted in a further shift, beginning about
1890. This was largely to relatively inexpensive land located in Tangi-
pahoa and adjoining parishes. The relative importance of this area has
been gradually increasing since that time, so that in recent years most of
New Orleans' milk supply has originated there.
Rapid changes have taken place in the New Orleans milk market in the
past two years. The demand for more effective sanitary regulations on
the part of consumers has resulted in increased power being given
to the Board of Health to control the conditions under which fluid milk
is produced and marketed. The federal and state governments have en-
tered the market with a milk marketing order in an attempt to effect
more orderly marketing conditions. The milk producers' cooperative has
tended to become more important as the official voice of nearly 2,000
milk producers. Fifteen relief milk stations have been established
throughout the city by the federal government, and approximately 12,000
quarts of fluid milk have been sold daily to relief clients at a price of 5
cent per quart. Milk producers, under the terms of the marketing order,
have been receiving a price based upon the total utilization of fluid milk,
as ascertained by government audit at the end of each month. Prices
paid producers have been in excess of $2.00 per hundredweight for the
entire market since the parallel Federal and State orders have been in
effect.
8 Ball, C. W., Ibid, pp. 19-27.
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Present Conditions in €he Milkshed
The conditions under which fluid milk is produced at the present time
vary greatly in different parts of the milkshed. Within the city limits of
New Orleans there are 113 relatively small dairies where fluid milk is
produced and sold direct to consumers. One hundred and seven of these
dairies average less than two acres each in total land area, and have an
average of 30 milk cows. Abandoned graveyards, vacant lots, canal and
river banks are the principal sources of pasturage. No attempt is usually
made to produce either replacements for the dairy herd or feed crops for
the milk cows. Frequently as many as ten different dairy herds will be
found using the same abandoned graveyard as a pasture. The cheapest
and most widely used dairy feed is brewery mash, which is purchased
from the breweries located in the area. The conditions under which
fluid milk is produced by these dairymen resemble a manufacturing
process more than normal dairy farming.
In that part of the supply area more distant from the city, the pro-
duction of fluid milk approaches the normal methods of dairy farming
found in other regions. The size of the farms becomes larger and the
number of dairy animals per herd smaller.
The city of New Orleans draws its fluid milk supply from 18 parishes
and counties located in Louisiana and Mississippi as shown in the figure
on the cover page and in Table 1. The outer limits of the shippers'
milkshed are about 120 miles from the city. Within this area are located
13 receiving stations to which milk is delivered from more than 2,000
producers. About 265 producer-distributors living within 30 miles of the
TABLE 1. New Orleans Milk Supply', Number of Herds and Cows, by State and
Parish or County, October 1939—September, 1940.
Volume Per Number Average Number
State and parish or county of milk cent of No. cows of
(pounds) handled herds per herd cows
Louisiana:
3,4241,207,629 12.4 113 30
352,006 3.6 25 39 965
2,323,978 23.8 127 50 6,350
3,024,013 30.9 954 13 12,409
1,371,921 13.0 377 12 4,533
341,829 3.5 119 22 2,616
8,621,376 88.2 1,715 18 30,297
Mississippi ,
14 1,802456,186 4.7 128
241,012 2.5 158 7 1,107
450,877 4.6 182 8 1,456
1,148,076 11.8 468 9 4,365
9,769,451 100.0 2,183 16 34,662
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TABLE 2. Monthly Receipts of Fluid Milk at New Orleans from Shippers, by
Classes, October, 1939, to August, 1941.
Year and month
Total
r ounds
OI iVlUK
Percentage of distribution by classes
Class I Relief Class II Class III Total
0 y DOl , IJ^ 81.0 17.1 1.9 100.0
85.6 9.4 5.0 100.0
82.0 13.0 5.0 100.0
1940:
84.3 10.0 5.7 100.0
88.4 9.0 2.6 100.0
D , UID , oOO 81.2 14.1 4.7 100.0
A 1 fi 7fiQ Q7Q 65.4 21.4 13.2 100.0
c Qcc; IQI 74.1 1.6 8.5 15.8 100.0
a ar\n arinD , OU^
,
DoU 68.2 7.2 9.2 15.4 100.0
Tiilv 65.7 8.2 10.2 15.9 100.0
68.5 8.1 9.3 14.1 100.0
72.2 6.6 7.7 13.5 100.0
7 411 916 72.9 7.0 3.1 17.0 100.0-
D , 0^0 , ouo 74.8 6.9 3.3 15.0 100.0
76.9 7.2 2.5 13.4 100.0
1941:
fi QQ7 QKO 75.4 6.7 3.0 14.9 100.0
February 6,499,011 74.4 6.5 7.4 11.7 100.0
7,681,502 69.9 6.5 7.6 16.0 100.0
April 9,079,824 52.6 5.5 14.9 27.0 100.0
10,194,317 48.4 5.6 14.1 31.9 100.0
Jtine 10,039,279 46.5 6.0 12.7 34.8 100.0
July 10,651,128 48.6 5.5 12.0 33.9 100.0
August 10,283,371 48.3 6.0 11.5 34.2 100.0
market deliver their milk daily to consumers in the city. Approximately
36 per cent of the fluid milk consumed in the market comes from pro-
ducer-distributors, and the remainder from shippers who are located
more than 30 miles from the city. Nearly 12 per cent of the supply
originates in Mississippi.
Milk Supplies from Shippers
Beginning with October, 1939, when the present Federal-State milk
marketing order became effective in New Orleans, figures are available
for each month showing the total receipts of milk from approved ship-
pers by months and by classes of milk. Table 2 shows the total receipts
of milk in pounds each month, together with the percentage used in each
class.*
4 During the period co\ered by the table there were certain changes in the definition
of the various classes of milk. However, in general, Class I milk consists of all milk sold
at competitive prices in fluid form as regular, certified, special, or flavored milk, butter-
milk or skim milk. Relief milk consists of milk sold in fluid form at the special price
of 5 cents per quart in connection with the relief program of the Federal government.
Class II consists of milk sold as fluid cream and creamed cheese. Prior to May 1, 1940,
Class II milk included ice cream. Since that time milk used for ice cream has been
included in Class III. Class III milk consists of all milk not included in the other
classes.
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FIGURE 1. Receipts of Fluid Milk at New Orleans from Shippers, by Classes of
Milk, October, 1939, to May, 1941
The total supply of milk received from shippers trended upward, ex-
cept for seasonal fluctuations (see Figure 1) . The average number of
pounds of milk reaching the market during the months of January,
February, and March, 1941, was 27 per cent larger than the amount
received during the same months in 1940. The percentage distribution
between classes changed somewhat during the period. The percentage
used as Class I has been considerably less since April, 1940, than it was
prior to that time. The proportion used as relief milk has generally been
lower in 1941 than it was in 1940. The percentage used in Class I is of
particular importance to milk producers because the price received for
such milk is considerably higher than that received for other classes.
The largest volume of milk normally reaches the market during the
months of April, May and June. During the past three years the pro-
duction of milk in April has averaged 113.4 per cent of the annual
monthly average, in May 117.4 per cent, and in June 116.9 per cent. De-
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TABLE 3. Distribution of Monthly Receipts of Milk from Shippers, by Parishes,!
October, 1939, to September, 1940, New Orleans Milk Market.
Month
Total
Milk
Receipts
(1,000
pounds) Tangi-
pahoa
Per cent of receipts of milk by parishes
Louisiana
Wash-
ington
East
Felic-
iana
Other2 Total
Mississippi
Pearl
River Pike
Wal-
thall
1939:
October . . .
November.
December
.
1940:
January. . .
February.
March . . . .
April
May
June
July
August. . . .
September,
Total
. .
5,682
5,424
5,629
5,464
5,140
6,017
6,770
6,855
6,603
6,836
7,058
6,994
45.1
44.5
44.9
45.9
46.4
47.9
46.9
44.6
47.8
46.5
45.6
45.6
20.9
20.5
21.1
20.9
20.6
20.8
21.5
22.7
22.5
24.1
24.2
23.8
5.6
5.8
5.9
5.5
5.8
5.6
5.5
5.0
5.5
5.3
5.2
5.6
10.6
10.7
8.9
8.2
7.9
6.8
7.7
8.7
5.5
5.0
8.1
7.8
82.2
81.5
80.8
80.5
80.7
81.1
81.6
81.0
81.3
80.9
83.1
82.8
5.8
6.7
7.1
7.3
7.2
7.3
7.8
8.2
7.9
7.8
7.4
7.1
7.4
7.2
7.3
7.4
7.5
6.9
7.4
7.5
7.3
8.4
6.7
6.5
4.6
4.6
4.8
4.8
4.6
4.7
3.2
3.3
3.5
2.9
2.8
3.6
74,499 46.0 22.0 5.5 ;.o 81.5 7.3 7.3 3.9
1 The data represent milk delivered trom receiving stations in each parish or county,
this differs trom the parish or county in which the milk was produced.
2 This was mostly milk delivered directly to plants in New Orleans.
In some cases
cember, January and February have been months of comparatively low
production. Production in December has averaged about 95 per cent of
the monthly average, in January about 91 per cent, and in February 86
per cent. The monthly variation each year is usually somewhat greater
than these averages.
The milk supplied by the shippers is collected at 13 receiving or cool-
ing stations from which it is transported to the city. In addition certain
dealers receive some milk directly in New Orleans. Table 3 shows the
receipts of milk from shippers^ by parishes or counties, according to the
location of the receiving stations, for the period from October, 1939, to
September, 1940. An average of 81.5 per cent of the milk originated in
Louisiana. More than two-thirds of the total came from Tangipahoa and
Washington parishes. Most of the milk from Mississippi came from Pearl
River and Pike counties. There were no material changes during the
year in the proportion coming from different parts of the milkshed, al-
though the total supply increased considerably. The concentration of
milk supplies from Tangipahoa parish is greatest in the northern part
of the parish.
During the year there were approximately 2,200 farmers who shipped
milk to New Orleans. Not all of these were active shippers at any one
5 Milk produced by producer-distributors is not included.
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Number Number
Gallons of Milk
FIGURE 2. Distribution of Producers Shipping Milk to New Orleans According to
Average Monthly Volume Shipped, October, 1939, to September, 1940.
time, but between 1,500 and 1,600 actually shipped some milk each
month. The distribution of these shippers according to their average
daily shipments to the New Orleans market is shown in Figure 2. The
largest number of producers shipped between 1,170 and 2,209 pounds
of milk each per month. This is equivalent to a herd of from 4 to 8 cows,
if each cow produced an average of one gallon of milk per day. Of course,
the actual production per cow varied greatly so that the size of the herds
can be measured only approximately in this way.
Forty-one per cent of the producers shipped an average of less than
3,250 pounds of milk per month. These producers supplied approxi-
mately 27 per cent of the milk coming from shippers. At the other ex-
treme, there were 0.8 per cent of the shippers who delivered an average
of 10,530 pounds of milk per month. These few shippers supplied 15.5
per cent of the total volume of milk coming from shippers. Thus while
the typical size of herd of the shippers is small, there are a few large
producers who supply an appreciable proportion of the total amount of
milk reaching the market.
Milk Supplies from Producer-Distributors
The available information relative to producer-distributors relates al-
most entirely to the period from July, 1938, to June, 1939. During that
year there were approximately 265 producer-distributors serving the New
9
TABLE 4. Size of Business and Miscellaneous Information Concerning Producer-
Distributors OF MiLK^ New Orleans, 1938-39.
Size of business Orleans
St. Bernard
and
Plaquemines
Jefferson
and
St. Charles
All producer-
dis-
tributors
Number of operators 113 25 127 265
Average number of acres in farm 9.5 57.7 55.7 36.2
5.1 9.4 12.6 9.1
Average number of cows:
30 39 50 41
Milked daily 22 32 37 30
Average number gallons of milk:
39.6 53.2 67.0 54.0
1.1 0.5 2.7 1.9
Per cent of supply purchased 2.7 0.9 3.9 3.2
Price per gallon milk purchased i 23.2 24.8 24.1 24.1
Milk pasteurized:
Average number gallons 1.2 0.0 16.1 8.3
Per cent of total 2.9 0.0 23.1 14.9
1 Price in cents per gallon. Only 43 farms in Orleans, 10 in St. Bernard and Plaquemines, and 31 in
Jefferson and St. Charles parishes reported these prices.
Orleans market. There were IIS whose herds were located in Orleans
Parish, 127 in Jefferson and St. Charles parishes, and 25 in St. Bernard
and Plaquemines parishes.
Table 4 contains some figures relative to the size of business of these
producer-distributors. In general the dairymen in Orleans Parish were
operating on a smaller scale than those in the other parishes. This was
particularly true so far as the average size of farms was concerned, but the
number of cows per herd and the amount of milk produced daily were
also materially lower in Orleans. This appears to be largely the result of
higher land values near the city and the fact that the dairies are located
closer to the customers so that smaller loads may be handled without
encountering prohibitively high delivery costs.
Some of the producer-distributors purchase small amounts of milk in
addition to what they themselves produce. An average of 3.2 per cent of
the milk distributed by these dairymen was purchased from other pro-
ducers. Such purchases are usually made to provide enough milk for the
customers whenever the dairyman's own production is insufficient.
Most of the producer-distributors handle only unpasteurized milk.
However, 22 operated pasteurizers and usually distributed both pasteur-
ized and unpasteurized milk according to the desires of their customers.
A total of nearly 15 per cent of the milk handled by producer-distribu-
tors was pasteurized. Most of the pasteurizing was done by the larger
operators in Jefferson and St. Charles parishes.
The number of producer-distributors with various sizes of business is
shown in Table 5. There were 112 producer-distributors, or 42 per cent
of the total number, each of whom handled less than 40 gallons of milk
10
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per day. This group furnished only 21 per cent of the total supply of
milk coming from producer-distributors. At the other extreme, there
were 22 producer-distributors, or 8 per cent of the total number, each of
whom handled more than 100 gallons of milk per day. These dairymen
contributed 23 per cent of the total supply coming from producer-
distributors, or slightly more than the 112 smallest operators.
Table 5 also shows that the larger operators purchased a larger propor-
tion of the supply of milk they handled than did the smaller operators.
Purchases, however, were not very important except for the few largest
operators who handled 150 gallons of milk or more per day. Some of
these might almost have been classified as commercial handlers of milk
*
Per cent of Per cent of
annual average annual average
Jul7 Aug, Sept. Oct. Nov, Dec, Jan. FeT), Mar. Apr, May June
FIGURE 3. Seasonal Trends in the Amount of Milk Handled by Large and by
Small Producer-Distributors of Milk in New Orleans, 1938-39.
rather than as producer-distributors, although they all produced part of
the milk they handled.
No appreciable amount of milk was pasteurized by the small producer-
distributors who produced less than 80 gallons of milk per day. Appar-
ently, a considerable volume is necessary before even the smallest sized
pasteurizers can be used profitably. Some of the largest operators pas-
teurized nearly all of the milk they handled. Also, some of these larger
12
concerns attempted to market a special quality of milk for which they
charged higher prices than did their competitors.
The amount of milk handled by producer-distributors shows a distinct
seasonal movement. The volume was relatively small from August to
February and relatively large during the remainder of the year. These
seasonal movements followed approximately the same pattern for all
sizes of operators, but the amplitude of the swings was much greater for
small producer-distributors than for large ones. This is shown in Figure
3. The precise reason why the large operators maintained a more even
supply of milk throughout the year is not clear. Perhaps they were more
skillful operators, and thus were able to supply their customers' demand
for fresh milk throughout the year, with less surplus at certain seasons
than the smaller-sized operators produced.
Price Plan Used in the Market
No other feature of the New Orleans milk market causes as much dis-
cussion, disagreement, and at times open strife, as the prices which farm-
ers are to receive for fluid milk. The primary purpose of the Dairymen's
Protective League since its organization has been to bargain with milk
distributors, and during the last two years with the Federal-State Milk
Market Administration, concerning prices.
The prices which attract the most public notice are those paid to milk
shippers by city distributors. However, the prices which producer-distrib-
utors receive for their milk are no less important to the market as a
whole, because competition between the two groups of dairymen tends
to limit the price each group can secure.
Before the advent of the Federal-State milk marketing order in Octo-
ber, 1939, the milk shippers had bargained, more or less collectively, with
the New Orleans milk distributors concerning the prices they were to
receive for milk. Various agreements were in effect at different times,
although there was always much uncertainty in the minds of many ship-
pers as to whether or not certain dealers were complying with the current
agreement as to prices. This resulted in suspicion, ill will, and the fre-
quent breakdown of agreements. Unquestionably this situation was a
contributing factorno the demand for some type of control by the Fed-
eral or State governments.
The price plan inaugurated with the Federal-State milk marketing
order in October, 1939, was a rather complicated affair, although not
more so than some of those previously tried in the market. The plan
was of the type commonly called an individual handler pool. That is,
each individual handler in the New Orleans market paid a price to his
shippers for milk based primarily on the use that the handler made of the
milk he purchased. Each person shipping to a given handler would re-
ceive the same price for milk in any given pay period, after adjustments
had been made for variations in the butterfat content of the milk and in
the distance of the receiving station from New Orleans. Prices received
by persons shipping to different handlers could be and usually were dif-
13
ferent because handlers used different proportions of their milk receipts
for Class I, Relief, Class II, and Class III purposes.
Shippers* Prices for Milk
The price for Class I milk originally set by the Federal-State milk mar-
keting agreement was $2.32 per hundredweight. This was for milk con-
taining 4 per cent butterfat and delivered to the handler within a zone
from 61 to 70 miles distant from New Orleans. Premiums were paid
for milk containing more than 4 per cent butterfat and discounts
were allowed for milk with a lower butterfat content. Likewise, the price
was higher if the milk was delivered to the distributor at a point closer to
the city than the base zone, and lower if the delivery was at a more dis-
tant point. The base price of Class I milk was changed on April 1, 1941,
to $2.40 per hundredweight during April, May, June, and July, and to
$2.75 per hundredweight during the other eight months of each year.
The price for relief milk was set at $2.00 per hundredweight throughout
the year.
The price of Class II milk was originally set at $1.85 per hundred-
weight and has remained unchanged to the present time.
The price of Class III milk set by the Federal-State order has always
been a "formula" price based on the market price of butter in the United
States. The exact formula used was changed on April 1, 1941, in such a
way as to increase somewhat the prices received by farmers for this milk,
although the price still varies with market variations in the price of
butter.
It is apparent that under this scheme, all dairymen shipping milk to
New Orleans do not receive the same price for milk during the same
month or pay period. Three factors cause this price to be different for
different producers. These are: (1) the varying proportions of milk
used for Class I, Relief, Class II, and Class III purposes by different han-
dlers; (2) variations in the butterfat content of milk produced by differ-
ent farmers; (3) variations in the distance from New Orleans of the re-
ceiving stations at which producers deliver their milk.
Price variations caused by the second of these factors are largely the
result of the individual and breed characteristics of the various herds.
Those farmers who produce milk with the highest butterfat content do
not necessarily make the most profit, since the cost of producing such
milk may be greater than it is for milk containing a smaller percentage
of butterfat.
Variations in price resulting from the third factor are relatively perma-
nent once the location of a dairy farm is established. Ordinarily the only
thing an individual dairyman could do to change his situation in this
respect would be to move to another farm. In some cases, however,
dairymen, by changing the receiving station to which they deliver their
milk, can change the distance zone for which they are paid. Of course it
this involves a longer haul from the farm to the receiving station, the in-
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creased cost might offset any increase in price that would be gained. In
any event, price differences because of varying distances from market
appear entirely logical and are not a cause of dissatisfaction on the part
of farmers or dealers.
The situation with respect to price variations caused by the varying
proportions of milk used in each class by different handlers is more seri-
ous from the point of view of the farmers. If a farmer happens to be
selling his milk to a handler who uses most of it for Class I purposes, he
receives a higher price than he would get if the handler used a smaller
proportion for such purposes. The differences between handlers in the
proportions used as Class I milk are frequently quite substantial, and the
resulting differences in the price of milk received by farmers are sufficient
to make the dairy enterprise materially more profitable for some farm-
ers than for others.
The Federal-State Milk Market Administrator's office calculates for
each pay period a uniform price for the market based on milk delivered
to handlers in the 61 to 70 mile zone. A separate price is calculated for
milk containing 4 per cent butterfat and for milk of the actual average
butterfat content delivered. These prices for each month from October,
1959, to August, 1941, together with the class prices for milk, are shown
in Table 6. The variations in the prices from month to month reflect
changes in the class prices set by the Administrative Order, changes in the
price of Class III milk resulting from changes in the market price of but-
ter and changes in the average proportion of milk used in various classes
by the handlers. In spite of the rising prices for Class I milk, the "uni-
form price" for the market has shown no upward trend, although it was
relatively high in August, 1941. The price has been higher during the
winter months than at other times; but it has declined during the sum-
mer months. Apparently the increasing proportion of milk used in lower
price classes has just about offset the increases in the price of Class I milk.«
A comparison of the "uniform prices" paid by individual handlers by
months is shown in Table 7. These prices represent what would be paid
for 4 per cent milk delivered in the 61 to 70 mile zone. The only reason
for the variations in price in any one month is the different proportions
of their supply of milk used for different class purposes by the various
distributors. The importance of these differences in price can be deter-
mined from the data given in the table. The difference between the
highest and lowest price paid by this group of distributors varies from
7.0 cents per 100 pounds of milk in August, 1940, to 23.9 cents in August,
6 However, it is true that the total amount of money received by milk shippers has
increased during this period, because of the increased production. This is shown in
the last column of Table 6. For instance, the shippers' receipts for milk were nearly 60
per cent larger for the months of June, July, and August, 1941, than they were for
the same months in 1940. This does not mean that the average dairyman received 60
per cent more for his milk during these months in 1941 than he did in 1940. Part of
the increased production came from new producers, although the exact amount cannot
be determined from available data.
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TABLE 6. Prices Per 100 Pounds to be Paid Farmers for Milk According to the
Announcements of the Federal-State Milk Market Administrator, by Months,
October, 1939, to August, 1941.
Year and
MONTH
Basic price specified in the
market order 1
Uniform price for
THE market 2
Amount farmers
KC^X^C^L V CU c \Jt\.
MILK^
( Thousand
dollars)
Class I Relief Class II Class III Four per
cent
butterfat
Actual
butterfat
content
1939:
October .... $2 32 $1 85 $1 37 $2 19
November .
.
2 32 ] 85 1 43 2 56 2 55 ioo
December. . 2 32 1 85 2 48 2 61 1 A7
1940:
January. . . . 2 32 1 85 1 50 2 21 2 32 127
February. . . 2 32 1 85 1 40 2 24 2 32 119
2 32 1 85 1 35 2 14 2 33 140
April 2 32 1 85 1 28 2 04 2 23 151
2 32 2.00 1 85 1 42 2 14 2 29 157
2 32 2.00 1 85 1 41 2 10 2 23 147
July 2 32 2.00 1 85 1 42 2 09 2 23 153
2 32 2.00 1 85 1 44 2 11 2 25 159
September.
.
2 32 2 .00 1 85 1 46 2 14 2 35 164
October .... 2 32 2.00 1 85 1 54 2 14 2 46 182
November . 2 32 2.00 1 85 1 66 2 17 2 56 175
December. . 2 32 2.00 1 85 1 73 2 19 2 61 171
1941:
January. . . . 2 32 2.00 1 85 1 56 2 18 2 50 172
February.
.
2 32 2.00 1 85 1 56 2 18 2 45 159
2 32 2.00 1 .85 1 59 2 13 2 38 183
April 2 40 2.00 1 85 1 54 2 13 2 31 210
May 2 40 2.00 1 .85 1 63 2 09 2 28 243
June 2 40 2.00 1 .85 1 66 2 09 2 27 228
July 2 40 2.00 1 .85 1 61 2 08 2 24 239
August 2 75 2.00 1 .85 1 .76 2 31 2 53 260
1 For milk containing 4 per cent butterfat delivered in the 61 to 70 mile zone.
2 The average ror all handlers on the basis of milk delivered in the 61 to 70 mile zone.
3 These amounts are estimated from the uniform price for milk (actual butterfat content), which is
an f.o.b. price for the 61-70 mile zone. These amounts would therefore differ slightly from the actual
amounts received by farmers.
1941. The smallest of these differences was equal to 3.31 per cent of the
lowest price paid for milk in that month, and the largest to 10.72 per
cent.
The high and low prices for each month are set in boldface in Table 7.
It is apparent that while there was considerable uniformity from month
to month in the relative price position of the various distributors, there
was some shifting. This shifting makes it more difficult for a dairyman to
know whether or not he is selling his milk to the dealer with the highest
price. Of course, many producers are not in a position to shift from one
dealer to another. There may be only one dealer buying milk in their
territory or the other dealers may refuse to accept their milk. Neverthe-
less, the importance of the problem to the farmers is obvious from the
size of the price variations that exist.
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Produccr^Distributors* Prices for Milk
There is no regulation, eitiier by the Federal or State government or
any other organization, of the prices which producer-distributors receive
for milk. Since this milk is sold to consumers and retail dealers, such as
stores, restaurants, and hotels, the prices received by the producer-distrib-
utors are considerably higher than those received by shippers. However,
an important part of the costs incurred by producer-distributors is that
for bottling milk and delivering it to their customers. Since shippers do
not incur such costs, it is impossible to determine from the price data
whether or not producer-distributors secure larger net returns for their
milk than do shippers.
The prices actually received by producer-distributors in 1938-39 are
shown in Table 8. Retail prices represent sales made to consumers, and
wholesale prices sales to retail dealers such as stores, restaurants, and
hotels. There were rather large variations in the prices received. How-
ever, it is apparent that wholesale prices were generally lower than re-
tail prices, and within each group, prices for bulk milk were lowest and
for pasteurized milk highest. The price for raw milk sold at retail mostly
varied from 10 to 13 cents per quart, as compared with 8 and 9 cents for
milk sold wholesale. This is an average difference of about 3 cents per
quart. This difference is largely a result of the fact that it is cheaper to
deliver milk in relatively large quantities to a few customers than it is in
small quantities to many customers. Prices for bulk milk, most of which
is sold wholesale, averaged about 1.5 cents per quart lower than the
prices in quart containers. Prices for pasteurized milk averaged some-
what higher than those for raw milk, but were relatively unimportant
because of the small number of producer-distributors who handled such
milk.
Distribution Within the City
No detailed analysis of the problems connected with distribution has
been undertaken in connection with this study. However, a few outstand-
ing circumstances concerning the distribution of milk in the New Or-
leans area which are important in relation to the total market situation
\ will be discussed briefly.
While New Orleans does not have a compulsory pasteurization ordi-
nance, the consumers have demanded pasteurized milk to such an extent
that only about one-third of the supply reaches them as raw milk. The
larger milk dealers distribute practically no unpasteurized milk. This is
done almost wholly by the small producer-distributors. Judging from the
prices shown in Table 8, it seems likely that raw milk is to a large ex-
tent used by people of low incomes who feel that they are not able to
purchase pasteurized milk which is sold at a higher price.
The fluid milk supply is concentrated in the hands of a relatively few
large distributors. Nearly two-thirds of the total supply of milk reaching
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TABLE 8. Retail and Wholesale Prices of Milk Sold by Producer-Distributors in
New Orleans, 1938-39.
Number of producer-distributors receiving each price
Price per quart i (cents)
Retail Sales W holesale sales
Raw Pasteurized Bulk Raw Pasteurized Bulk
ti
1
1 1
3
2 16
1
5
4 41
D
4
4
/ 2 oO 10
1
QQ 1
1
QQOO 4
oo
1i
2
2
17
10-11 25
11 65 1
10-11-12 2
11-12 38 1
3
12 59 1
12-13 9 3
23 1
4
15 1
Number reporting 253 6 10 223 6 82
Number not reporting 12 259 255 42 259 183
1 There are 46.5 quarts in 100 pounds of milk. Therefore, these prices can be converted to prices per
100 pounds by multiplying by 46.5.
the city in 1940 was handled by eight large distributors. A few small dis-
tributors and about 300 producer-distributors handled the remaining
one-third, as shown in Table 9. These proportions did not vary greatly
during the year, although there appears to have been a tendency for the
large distributors to handle a larger proportion of the total milk supply
during late summer and early fall months than during the remainder of
the year.
There is a striking difference between the proportions of fluid milk
(Class I) sold at wholesale and retail. The eight large distributors sold
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TABLE 9. Proportion of Fluid Milk in New Orleans Handled by Large and Small
Distributors and Proportions Sold at Wholesale and Retail, by Months, 1940.
Total supply of milk CLA.SS I REGULAR MILK
Months Per cent Per cent Distributors Producer-distributors
handledhandled by
pip'ht larc^p by other Per cent sold Per cent sold Per cent sold Per cent sold
distributors distributors wholesale retail wholesale retail
January 60.0 40.0 87.0 13.0 32.2 67.8
61.0 39.0 86.7 13.3 32.7 67.3
March 65.3 34.7 80.4 19.6 31.3 68.7
April 64.4 35.6 86.4 13.6 34.6 65.4
May 64.5 35.5 87.1 12.9 37.2 62.8
June 62.9 37.1 88.1 11.9 36.4 63.6
July 64.1 35.9 86.9 13.1 39.3 60.7
August 69.1 30.9 87.6 12.4 38.9 61.1
65.7 34.3 87.2 12.8 38.7 61.3
October 68.3 31.7 86.8 13.2 37.3 62.7
November 63.0 37.0 86.7 13.3 36.4 63.6
December 63:2 36.8 87.2 12.8 32.2 67.8
64.3 35.7 86.5 13.5 35.6 64.4
86.5 per cent of their fluid milk through wholesale outlets, as compared
to 35.6 per cent sold through these outlets by producer-distributors. For
the market as a whole, approximately two-thirds of the milk supply is
sold through wholesale outlets. The proportions sold at wholesale were
slightly larger in the summer months than during the remainder of the
year.
The large proportion of milk marketed through wholesale channels
indicates that the consumers in New Orleans purchase most of their milk
supplies through grocery stores, meat markets, and similar outlets. There
are two factors which, in the opinion of dealers and others familiar with
the situation, account largely for the unusually high proportion of milk
marketed at wholesale. They are the relatively low per capita income of
the people in the city, and the high temperatures which prevail through-
out most of the year. A large number of people do not have refrigeration
facilities in their homes adequate to keep fresh milk in good condition
for as long as one day. If fresh milk is purchased from a neighborhood
store the family usually secures it just before the meal at which it is
used, while home delivery might necessitate keeping milk for several
hours before it is consumed. Thus in many cases it is probably more
convenient to purchase the fresh milk from a store.
The fact that there is usually a price spread of two or three cents per
quart between milk delivered at the home and that purchased in stores
also furnishes a strong incentive to patronize stores. This is no doubt of
particular importance to the lower income groups in the population.
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Summary and Conclusions
Present unsettled economic conditions make it very difficult to appraise
the future prospects of the New Orleans dairy industry. Both farmers
and dealers are confronted with the problem of operating while costs for
labor, feed, and other items are generally advancing.
Within the past two years there has been a very rapid increase in the
total amount of fluid milk reaching the New Orleans market. At the
same time there has been only a slight increase in the amount used for
Class I purposes, while much larger quantities are being used for Class
II and Class III purposes.
The prices received by farmers for Class II and Class III milk are ma-
terially lower than the prices received for Class I milk. Much of the effect
of recent increases in Class I prices to shippers seems to have been offset
by increases in the amount of milk entering Classes II and III. Conse-
quently there has been little, if any, increase in the average price re-
ceived by shippers for all of their milk."^ Obviously, price increases for
Class I^milk, which encourage shippers to increase their production to
the point where the average prices received for all milk remain approxi-
mately constant, tend to create burdensome surpluses fbr the entire mar-
ket, without giving the shippers the benefit of higher prices.
Unduly high prices for Class I milk have other effects which are in-
jurious to shippers. Whenever the dealers are required to increase the
price they pay for Class I milk, they are likely to raise the prices charged
consumers for fluid milk; otherwise their margins would be reduced.
Such increases in prices almost certainly mean that consumers purchase
less milk than they would at lower prices. This has the effect of reducing
or limiting the amount of milk which shippers can sell as Class I.
The producer-distributors, who sell nearly all of their milk in fluid
form, are benefited by raises in the retail prices charged by dealers. They
can either raise their own prices accordingly or, what is more probable,
raise their prices somewhat less than the amount of the increase made by
the dealers and attempt to increase the volume of their business.
Because of the relationships just described it is important to the dairy
farmers as well as to the dealers and the consumers that prices for fluid
milk not be raised too high. Of course, such prices should fluctuate with
economic conditions and the general level of all prices in the area con-
cerned. During recent months prices have been rising throughout the
United States. Under such circumstances milk prices can logically be ex-
pected to increase in conformity with the general trend.
The recent increase in the amount of Class III milk reaching the New
Orleans market has increased the need for facilities to manufacture it
into such products as butter, cheese, and condensed milk. Since New Or-
leans is situated in a deficit area for such products, they should find a
^ The data on which this statement is based make no allowance for the increase in
Class I milk which occurred on February 1, 1942.
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t
ready local sale at prices competitive with shipped in products. However,
it is doubtful whether dairymen in the New Orleans area can profitably
continue to produce large quantities of milk for manufacturing purposes
at such prices.
One feature of the price schedule for shippers' milk which became
effective in April, 1941, may have some effect in changing the seasonal
distribution of milk production in the New Orleans area. This is the
higher price to be paid for Class I milk from August to March each year
than will be given during the other four months of the year. Ordinarily
milk production has been greatest during the summer months. The pres-
ent price arrangement will encourage relatively greater production dur-
ing the fall and winter months and less during the summer months than
was true of previous price plans. Of course, it is not yet possible to
measure the amount of influence this factor will have in changing the
seasonal variations in production.
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